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SUBJECT: Audit of the Al cohol and Tobacco Tax and Trade
Bureau's Schedul e of Custodial Activities for the
Fi scal Year Ended Septenber 30, 2003

| ampleased to transmt the attached audited Al cohol and
Tobacco Tax and Trade Bureau (TTB) Schedul e of Cust odi al
Activities for the fiscal year ended Septenber 30, 2003 (the
Schedul e). The Schedul e presents the col |l ecti on and di sposition
of TTIBs non-entity revenue. W contracted with the independent
certified public accounting firmof KPMG LLP, an | ndependent
Public Accountant (I1PA), to audit the Schedul e.

The contract required that the audit be perforned i n accordance

w th general |y accepted governnent auditing standards;

appl i cabl e provisions of oMB’s bulletin, Audit Requirements for
Federal Financial Statenents; and the cao/pPCIE Fi nanci al Audit
Manual .

The | PA issued the follow ng reports, which are incorporated i n
t he attachnent :

* Independent Auditors' Report on the Schedul e of Custodi al
Activities;

e Independent Auditors' Report on Internal Control over
Fi nanci al Reporting; and

e Independent Auditors' Report on Conpliance with Laws and
Regul ati ons.

In its audit, KPMG LLP found that the TIBs Schedule was fairly
presented, in all material respects, in conformty with
accounting principles generally accepted in the United States of
America. However, the |Independent Auditor's Report on Internal
Control over Financial Reporting contained the follow ng
reportabl e conditions, which were not considered nmateria
weaknesses:



e TTB Can More Effectively Manage Controls over Financial
Network Operating Systems,

e TTB Can More Effectively Manage Access Controls over
Various Financial and Operational Databases, and

e TTB Accounting Infrastructure must be Established to
Provide Effective Oversight of the Financial Management
Process

In addition, KPMG LLP found no instances of reportable
noncompliance with laws and regulations i1t tested.

In connection with the contract, we reviewed KPMG LLP’s reports
and related documentation and inquired of i1ts representatives.
Our review, as differentiated from an audit in accordance with
generally accepted government auditing standards, was not
intended to enable us to express, and we do not express, an
opinion on the Schedule or conclusions about the effectiveness
of internal control; or a conclusion on compliance with laws and
regulations. KPMG LLP is responsible for the attached auditor’s
report dated November 7, 2003 and the conclusions expressed in
the report. However, our review disclosed no instances where
KPMG LLP did not comply, in all material respects, with
generally accepted government auditing standards.

Should you have any questions, please contact me at
(202) 927-5430, or a member of your staff may contact
Mike Fitzgerald, Director, Financial Audits at (202) 927-5789.

Attachment
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Schedule of Custodial Activities
For the Y ear Ended September 30, 2003
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This audit is not for public dissemination.
For further information, please contact the

OIG Office of Counsel at (202) 927-0650





